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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars) 


1987 
1985 1986 Estimates 
Domestic Economy 


Population (millions) 326 3-6 3.6 
Population growth (percent) 0.5 0.5 ~ 

GDP 18,484 24,706 26,208 
Per capital GDP 5,100 7,059 7,488 
GDP 17,604 18,405 19,523 
Percent change - 2.00 4.55 4.00 


GNP 16,372 22,065 23,371 
Consumer price index percent change 5.4 3.9 3.0 


Production and Employment 

Labor force (1,000s) 5,330 1,334 1,347 
Unemployment (avg. percent for year) 17.4 17.0 16.5 
Industrial production (percent increase) 2.7 238 6.0 
Govt. oper. deficit as percent of GNP 8.2 13.0 11.0 


Balance of Payments 
Exports (FOB) 13,708 15,089 15,856 
Imports (CIF) £3,178 14,172 14,583 
Trade balance + 530 + 917 1,273 
Current account balance =— 745 + 645 - 402 
Foreign debt (year end) 8,862 13,074 = 
Debt-service cost 2,288 2,669 1,700 
Debt-service ratio as percent 
of merchandise exports 22 
Foreign exchange reserves (year end) 
Average exchange rate for year 
(1 IR pound = $) 1.34 
($1.00 = IR pound) 0.93 


Foreign Investment 
Total (cumulative) 
U.S. (cumulative) 4,352 
U.S. share (percent) 51 


U.S. Trade 

U.S. exports to Ireland (FAS) 2,148 

U.S. imports from Ireland (CIF) 2 (6L7 1,197 
Trade balance - 469 + 796 
U.S. share of Irish exports (percent) 9 8 
U.S. share of Irish imports (percent) 16 14 


Principal U.S. exports (1986): Office and ADP equipment ($528.3 million) 
Principal U.S. imports (1986): Chemicals ($84.4 million); Office machinery 
($69.9 million); Electrical machinery ($68.1 million). 


Source: Central Bank, Central Statistics Office, 
Economic and Social Research Institute 





SUMMARY 


Ireland has a small open economy marked by slow growth, high 
unemployment and imbalances in public finances. Exports grew 
during the last three years. Inflation has fallen 
dramatically. Both output and domestic demand remained 
relatively weak but improvement is expected. The newly elected 
government has taken decisive action to control public 
borrowing and to restore business confidence. A full economic 
recovery, however, is unlikely to get under way before 1988. 


The approximately one percent GNP growth expected in 1987 will 
be due largely to the vigorous performance of foreign-owned 
high technology industries producing exports for the world's 
markets. Employment is expected to grow slightly and 
emigration continues to be high. But with the labor force 
expanding as well, the unemployment rate should remain about 
19 percent for the year. 


In 1987 private consumption should increase by two percent to 
about $15.8 billion. Net investment is recovering. The 
current budget deficit and the Government's borrowing 
requirement measured as a percentage of GNP should decline 
Slowly. Public debt service will account for most of the 
increase in the current budget while the capital budget will 


remain at less than $2.5 billion. The balance of payments will 
show some improvement as a result of a positive trade balance, 
but net repatriation of profits and fees to foreign companies 
will keep the current account negative by over $277 million. A 
decline in world interest rates, a low dollar exchange rate and 
continued growth in world trade would appreciably assist 
Ireland in solving its economic difficulties. 


U.S. exports in 1987 are expected to increase moderately both 
in terms of volume and in terms of U.S. dollars. If the 
depreciation of the U.S. dollar continues at the rapid rate 
experienced in the first half of 1987, the export figures--when 
denominated in pounds--may show a drop (as occured in 1986). 


Most U.S. exports to Ireland consist of capital equipment, 
components and raw materials imported by the Irish plants of 
U.S. manufacturers producing computers, office equipment, 
chemicals, pharmaceuticals and other high technology goods. 
Agricultural imports are also important. Prospects are 
favorable for sales to semi-state companies. 
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I. CURRENT ECONOMIC TRENDS IN IRELAND 


Economy on the Mend: Ireland, a member of the European 
Economic Community (EEC), has a small but open trading 

economy. Troubled by slow growth, severe unemployment and 
imbalances in public finances, the economy now is on the mend. 
Ireland's GNP in 1987 is expected to grow by one percent to 
$23.3 billion. A larger increase in 1988 is probable. 

External factors are responsible for Ireland's brighter 
prospects: the decline in oil prices, depreciation of the 
dollar and the relative decline in pound sterling have led to a 
steep decrease in Ireland's inflation (from double digit in the 
early 1980s to an average of 3 percent in 1987). Consumer 
demand is rising. Similar improvements in the rest of Europe 
have also improved prospects for Irish exports. As a result, 
the Irish economy is likely to pick up steam. But, there are 
problem areas: unemployment, now at over 19 percent, and 
imbalances in public finances (high deficit, high debt, high 
taxes) are likely to persist and some sectors (such as 


agriculture) may continue to face short term structural 
difficulties. 


Domestic Private Consumption to Increase: Following three 
years of decline and a small upturn in 1985, personal 
consumption remained flat in 1986. Some improvement is 
expected in 1987. As a result of low inflation and an expected 
increase in nominal incomes of 6.5 percent, personal 
consumption in real terms should rise by about 2 percent during 
1987. Total private consumption expenditure in 1987 is 
projected to reach about $15.8 billion. 


In 1987, Ireland has a population of approximately 3.6 million, 
with a workforce of some 1.3 million. Fifty six percent of the 
people live in urban areas and one-third are located in the 
Dublin area. Farmers still account for about 17 percent of the 
work force, but their proportion is declining rapidly. With 
one-half of Irish residents aged 25 years or younger, Ireland 
has one of the youngest populations in Europe. 


The average Irish household consists of 3.7 persons with a per 
Capita income of approximately $5,100. Virtually all houses 
have electricity; 79 percent of the householders live in owner 
occupied homes; 94 percent have one or more TV sets; 48 percent 
have telephones; 70 percent have at least one automobile. The 
ownership of consumer durables has been increasing rapidly. 
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According to the most recent data available (1985 National 
Income and Expenditure), the average Irish household spends its 
income as follows: food, drink and tobacco, 32 percent; tax, 
25 percent; transport and communication, 8.5 percent; clothing 
and footwear, 5 percent; fuel and utilities, 4 percent; rent, 5 
percent; durable household goods, 3 percent; services and 
education, 4 percent; other, 9 percent. In 1987, spending on 
clothing and automobiles is expected to increase somewhat to 
accommodate pent up demand from 1986. Food and housing 
expenditures should remain unchanged. Weekly industrial 
earnings for men averaged $288 and for women, $172. 


Investment Flat: Overall net investment in 1987 probably will 
increase by 2 percent to a level of some $5.3 billion. The 
volume of machinery and equipment imported for productive 
purposes should climb by four percent to about $2.9 billion. 
Much of this investment is expected to be channeled into 
multinational firms assembling high technology products for 
export to the EEC. There are some 800 foreign firms of which 
some 350 are U.S.-owned. Foreign investment is concentrated in 
information technology products, office and engineering 
equipment, chemicals and pharmaceuticals. [Ireland's 
traditional industries such as food processing, beverages, 
packing and packaging materials, leather processing and 


woodworking are not expected to expand their activities 
significantly. 


The Irish construction industry is expected to remain depressed 
in 1987 after five years of decline. Industry spokesmen have 
blamed the downturn on high Value Added Tax (VAT) rates, a 
Surplus of commercial space and the current recession. 


In the aftermath of the February 1987 general election, the new 
Minority government led by Prime Minister Charles Haughey 
adopted a government austerity program to restore economic 
confidence. Public spending has been cut substantially to 
reduce the budget deficit and public borrowing. This, in turn, 
is expected to bring down interest rates and stimulate private 
investment. Other programs were announced to promote 
industrial activities based on Ireland's natural resources. 
Such activities would include food processing, fisheries and 
timber development. Financial services are also earmarked for 
governmental support with the long term goal being to develop 
Dublin into an international finance services center and to 
establish off-shore banking in the Shannon duty free zone. 
Foreign investment will continue to be encouraged. 
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Balance of Payments Improving: Ireland has maintained a solid 
export performance in 1986 which promises to continue into 1987 


and beyond. In 1986, Irish exports of goods and services in 
nominal terms rose to $15.0 billion. Irish exports to the 
United States fell in 1986 by 14 percent to about 

$1.2 billion. In 1987, exports are expected to increase by 
about four percent. It should result in a balance of trade 
surplus of over $1.3 billion. Manufactured exports (which in 
1986 increased by two percent) are again expected to lead 
exports. ADP machinery and chemicals/pharmaceuticals (which 
are produced mostly by multinational firms) account for some 
65 percent of the manufactured exports. Agricultural products 
contribute 17 percent to total exports. 


Irish imports of goods and services in 1987 are projected to 
increase in value by over three percent to $14.6 billion 
following a small decline in 1986. Most of the anticipated 
imports consist of intermediate and capital goods for the 
manufacturing industry ($8.9 billion). Imports of consumer 
goods are expected to reach $3.5 billion. If the depreciation 
of the U.S. dollar continues at the rapid rate experienced in 
the first half of 1987, U.S. source exports--when denominated 
in Irish pounds--may show a decline despite the expected 
moderate increase in U.S. volume and U.S. dollar export to 
Ireland. 


Despite the expected positive trade balance, the current 
account in 1987 will stay in the red by about $234 million or 
one percent of the GNP. The balance of payments deficit is due 
in large part to transfers of profits and service charges by 
multinational corporations, a large foreign debt service burden 
and a slower rise in net transfer payments from the EEC. Net 
factor payments abroad exceeded $2.8 billion in 1986, down 
Slightly from the previous year. The factor payments are 
expected to increase in 1987. 


Limits of Public Policy: The Government's economic policy 
options are circumscribed by the fact that Ireland's economy is 
relatively small and highly dependent on world trade and 
interest rate fluctuations. A more expansionary fiscal policy 
is precluded by an already high current budget deficit 
(estimated at 8.0 percent of GNP in 1986). When borrowings for 
capital expenditures are included, the total Govenment 
borrowing requirement for 1987 is estimated at 16.7 percent of 
the GNP or $2.8 billion. 





The Government's net foreign debt at the beginning of 1987 
stood at over $19 billion. Public debt service is taking an 
increasingly high share of the budget pie and accounts for 
virtually all of the increase in new borrowings. 


Although 1987 current budget expenditures are expected to 
remain static in real terms at $12.3 billion, real expenditures 
on public sector capital projects are projected to fall by over 
three percent to $2.5 billion. The Government is also expected 
to direct its budget cutting efforts at the public payroll by 
enforcing a pay and hiring freeze. 


On the revenue side, the March 1987 budget reduced the 
corporate tax rate from 50 to 10 percent on a large variety of 
tourism related activities, but retained the deposit interst 
retention tax (DIRT) on savings accounts. Travellers must now 
be outside of Ireland for at least 48 hours to qualify for duty 
free allowances. Tax reform to reduce the relatively high 
personal income tax rates remains a long term objective. fThere 
are no current plans to privatize semi-state corporations. 


Monetary policy is aimed at maintaining the external value of 
the currency and at providing an adequate level of external 
reserves. As a member of the European monetary system (EMS), 
Ireland keeps its currency pegged within a narrow band to the 
currencies of other EMS members. Interest rates generally move 
in tandem with those of the United Kingdom. 


The future ability of Ireland to manage its public finances 
will be affected considerably by external factors. A fall in 
world interest rates, a steady exchange rate, and a buoyant 
Outlook for world trade would improve Ireland's economic 
prospects and contribute toward alleviating the country's major 
economic problem: its high rate of unemployment. 


Unemployment Continues High: To absorb new entrants into 
Ireland's work force, over 30,000 new jobs need to be created 
in 1987. In addition, almost 250,000 persons are currently 
unemployed. Ireland's annual rate of unemployment at over 19 
percent is one of the highest in Europe. However, the rate of 
increase in unemployment may be abating. Emigration is 
estimated to be in excess of 30,000 for the year and is 
accelerating. 
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Energy: Ireland has reduced its dependence on imported energy 
from 82 percent of total needs in 1973 to 70 percent in 1983. 
During the same time frame, Ireland's dependence on imported 
oil fell from 70 percent of total energy consumption to 45 
percent (although the money import bill for oil in terms of 
pounds has increased some forty times due to price increases 
and devaluation). Domestic natural gas, peat and imported coal 
substituted for the oil. 


Following the discovery and exploitation of natural gas 
deposits, extensive efforts have also continued to discover off 
shore petroleum deposits. No wells have yet been drilled for 
production. To attract more bidders for the third licensing 
round, new terms have been announced for the treatment of 
marginal oil fields. As a result, the first 25 million barrels 
of production from marginal fields will be exempt from royalty 
payments. In certain cases, where the Government would 
exercise its option to participate in a given field, the 
operators' development costs would be reduced. In the current 
low price environment, however, oil exploration activities may 
be reduced. 


II. IMPLICATIONS FOR THE UNITED STATES: 


U.S. Exports to Ireland follow U.S. Investments: In dollar 
terms American exports to Ireland again increased in 1986, 
climbing by nine percent to $1.8 billion. Similar export 
growth is expected in 1987. The U.S. share of the Irish import 
market is 14 percent, which is only less than the 42 percent 
share by the United Kingdom and the 22 percent share of the 
other EC countries. The United States in 1986 had a favorable 
balance of trade with Ireland amounting to about $734 million. 
The rapid depreciation of the U.S. dollar in 1986, however, 
meant that U.S. exports--when expressed in terms of Irish 
pounds at current value--fell by 14.8 percent in 1986. 


U.S. exports to Ireland consist largely of capital equipment, 
parts, components and raw or semi-processed materials used in 
the assembly or production of computers and electronic 
equipment, chemicals and pharmaceuticals. The importers are 
mainly U.S. companies operating production facilities in 
Ireland. The finished products are almost entirely exported to 
the EC countries and elsewhere. 
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Although U.S. sources will continue to be used for electronic 
components and specialized high value equipment, U.S. affiliate 
plants are making increasing efforts to purchase locally 
packing materials, sheet metal frames and housings and other 
low unit cost but high bulk items. 


U.S. exporters may also find a receptive market in the Irish 
public sector. Capital investment has slowed from the levels 
of recent years, but the civil service is expected to expand 
office automation programming and to purchase more data 
processing equipment. This will create opportunities in direct 
sales of mini and micro computers, peripherals, terminals, 
printers, data storage and software packages. Secondly, a 
direct broadcasting satellite is to be launched in the next few 
years. Although the final decisions have yet to be made, a 
satellite project would offer excellent business opportunities 
for U.S. firms, not only in the sale of the satellite itself 
but in ground station equipment. The telecommunications 
authority, Telecom Eireann, also offers limited possibilities 
for US suppliers of a broad range of telecommunications 
equipment, including PBAX's and mobile telephones. 


The Central Government has budgeted around $292 million for 
road and sanitation construction and $43.8 million for airport 
improvements in 1987. Although much of the road construction 
effort is to be for secondary roads, there are special 


opportunities for joint ventures in constructing and operating 
toll roads and bridges. A new 9,000 foot runway at Dublin 
airport is proposed along with a new control tower, lighting 
fixtures and ground control equipment. 


The Irish surface transportation authority, CIE, which operates 
the railroad, buses and freight forwarding services, may also 
purchase up to twenty diesel locomotives in the next three 
years. The electric utility, ESB, has no major expansion 
plans. With the completion of its new Moneypoint plant (three 
3,000 MW coal burning generators) there are good opportunities 
for US coal exporters as approximately 2 million tons of coal 
will be required annually. 


Other good market prospects exist for safety and security 
equipment and a wide range of services including tourism 
development, marketing, and comprehensive risk assessment. 
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American products enjoy a good reputation in Ireland and are 
well received. While the many American-owned firms are 
especially familiar with and receptive to American products, 
many other Irish businessmen have also worked or studied in the 
United States. The existence of a common language is also an 
aid to sales efforts. 


On the agricultural front, animal feeds (especially corn gluten 
and soybean meal) are the most important U.S. farming exports 
to Ireland. Market opportunities for consumer food items, 
including American wine, should be good in the long term. 


Encouragement of Foreign Investment Remains Strong: Successive 
Irish Governments have strongly encouraged foreign investment 
and continue to do so. More than 300 American firms have begun 
manufacturing projects in Ireland since 1960 and the number 
continues to rise. Many U.S. banks and service companies are 
also represented. U.S. investors are prominent in a wide 
variety of industries, including pharmaceuticals, electronics, 
engineering, textiles, and in non-manufacturing areas such as 
banking and hydrocarbon exploration. 


Many U.S. businessmen find Ireland an attractive location 
within the EEC customs area in which to manufacture for the 
larger 350 million European market. Political stability, the 
availability of a skilled, English speaking workforce and 
relatively low wage costs have also been important factors. 
The average annual return on investment is reported to be in 
the range of 30 percent. 


The Government is actively seeking to attract foreign 
industrial investors, especially those offering export-oriented 
projects with a high value-added content through their 
investment organization, the Industrial Development Authority 
(IDA). Their imaginative financial incentive program includes 
Capital grants and a 10 percent corporate income tax for 
manufacturing firms. Priority in awarding incentives has been 
given to firms which also locate some of their research and 
development and marketing functions in Ireland. The IDA does 
encourage and assist with joint ventures and licensing 
arrangements involving American and Irish firms. 


For additional information, contact the Ireland Desk Officer at 
(202) 377-4104. Address: Room H-3042, International Trade 
Administration, U.S. Dept. of Commerce, Washington, D.C. 20230. 





February 23-28: 


April 12-14: 


October 11-14: 


October '88: 
(no firm date) 
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TRADE EXHIBITIONS IN DUBLIN - 1988 


Irish Motor Show. RDS Grounds, Ballsbridge, 
Dublin 4. Contact: Society of the Irish 
Motor Industry, 5 Upper pembroke Street, 
Dublin 2. Tel: (Ol) 761 1690. Biannual. 


COMPUTEX '88. (International Computer 
Exhibition) RDS Grounds, Ballsbridge, Dublin 
4. Contact: SDL Exhibitions Ltd., 18 Main 
Street, Rathfarnham, Dublin 14. Tel: (01) 
900 600. Annual. 


INTRON ‘88. (Electronic Equipment) RDS 
Grounds, Ballsbridge, Dublin 4. Contact: SDL 
Exhibitions Ltd., 18 Main Street, Rathfarnham, 
Dublin 14. Tel: (01) 900 600. Biannual. 


IBETA - Business Equipment Show. Main Hall, 
RDS, Ballsbridge, Dublin 4. Contact: Irish 
Business Equipment Trade Association Ltd., 59 
Merrion Square, Dublin 2. Tel: (Ol) 761 
679. Annual. 


ENQUIP '88. Engineering and Industrial 
Equipment Show. RDS Grounds, Ballsbridge, 
Dublin 4. Contact: Royal Dublin Society, 
P.O. Box 121, Dublin 4. Tel: (01) 680 645. 
Biannual. 
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